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Drafting an Atlantic Pact 


Preparations for an Atlantic defense pact are now 
moving into a new stage. Conversations are expected 
to begin at any time in Washington—they may al- 


ready be under way—between the United States, 


Canada, and the five Brussels Pact countries. (See 
TreNps, October 18 and Brier, Collective Defense 
Pacts, November 15, 1948.) 

Serving as a basis for the negotiations are the 
proposals worked out last month in Paris by Britain, 
France, Belgium, the Netherlands, and Luxembourg. 
These are said to center around a guarantee similar 
to that of the Brussels Pact—for immediate and full 
military aid if any member is attacked. 


What Kind of PactP 


Because of the U. S. Constitution, which reserves 
to Congress the power of declaring war, the United 
States is unlikely to accept such a binding promise. 
U. S. thinking is understood to go more along the 
lines of the Rio Treaty, where the final decision on 
the use of its own armed forces is up to each member 
nation. 

Another question under discussion is whether the 
pact shall include European nations besides the five 
members of the Brussels pact. For strategic reasons 
the United States is understood to be urging the 


participation of Portugal, Iceland, Norway, Den- 


mark, and Eire. 
Military Aid 

Plans for military aid to Europe are also taking 
shape. The defense requirements of the Brussels 
Pact countries are being mapped by the Defense 
Council under Field Marshall Viscount Montgomery. 
They are being weighed here in the light of what the 
United States can provide, and the size of the mili- 
tary funds that the U. S. budget can bear. It is pos- 
sible that the military aid proposals may include a 
larger group of European countries than those in 
the Atlantic Pact. 

Congressional leaders are being consulted on both 
issues, and legislation is being drafted for considera- 
tion by the new Congress. The pact is likely to be 
presented in treaty form to the Senate, while military 
aid would require approval of both Houses. 
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European Recovery on the Way 


When the Council of the OEEC* meets in Paris 
this week, it will review an encouraging picture of 
recovery progress, but also look ahead to some difh- 
cult problems still to be solved. 


Production and Trade Up 


Production—the key to European recovery—is 
steadily rising. Substantial increases can be shown 
in the rate of production for the current year (June 
1948-June 1949) over the year 1947—for example, 
overall production, 12°/; food, 25°%; steel, 30%; coal, 
14%; electric power, 109%. And trade among the 
European nations themselves, one of the bottlenecks 
in recovery, is expected to be 25°% greater than last 
year. 


Accomplishments of OEEC 


The OEEC can point to three outstanding accom- 
plishments to date. First, it managed to agree on 
“dividing up the pie’—on the share of American 
aid which each country should get. The U. S. in- 
sisted that this job should be performed by the par- 
ticipating countries themselves, rather than by the 
Economic Cooperation Administration, and after 
considerable difficulty this was finally done. 

The OEEC also produced a master plan for the 
first year of the recovery program. This includes 
the allocation of dollars among the participants, pro- 
duction schedules, and plans for meeting the overall 
trade deficit. 

The third major accomplishment of the OEEC is 
a system for increasing trade among the participating 
countries by clearing their trade balances. This was 
finally agreed upon in October after many months 
of preparation. 


How Much Integration? 


In attempting to work out a four-year master plan 
for recovery, however, the OEEC has run up against 
some fundamental and difficult problems. When 
each country presented its own estimates of produc- 
tion, exports and imports, the individual plans did 

(Continued on page 2) 


* Organization for European Economic Cooperation, made up of the 
countries participating in the Marshall Plan. 


The Military Budget 


An extremely pressing problem of dollars and 
cents faces the President and Congress in the months 
ahead. It involves the size and character of the 
military budget for the 1949-50 year, on which pre- 
liminary work is now being done. 

The President set a $15 billion ceiling to guide 
the military in preparing its budget requests, but 
the way was left open for an increase in that amount 
if military circumstances require it. There is pres- 
sure from many sources to raise the ceiling. 


Why a Bigger Military Budget? 


Last spring, in the midst of a war scare, Congress 
authorized the first installment of a four or five year 
program of military expansion. It envisioned a grad- 
ual enlargement of our armed strength to the “70 
group” air force, a sizeable increase in military man- 


power, and an expanded navy with emphasis on 


carriers, submarines, and planes. To pay for this 
program the military budget would have to rise by 
several billion dollars each year until it reached $25 
billion in 1952. The immediate question is: Does 
the nation think it wise to continue this program? 
The two factors to be weighed are the extent to 
which the nation needs to be armed to meet inter- 
national developments and how much of a strain 
such a program will place on the national economy. 


What Congress Must Consider 


Congress will need to consider the scope of our 
international commitments and the amount of mili- 
tary strength needed to back them up. It also must 
face the hard facts that large military expenditures 
interfere with production for consumer purposes and 
that at some point some form of economic controls 
may be needed to ensure priority for arms produc- 
tion. Such problems call for judgment of the highest 
calibre and the advice of top military, foreign policy, 
and economic officials must be relied on strongly. 

It is generally agreed that a $15 billion budget 
($14,400,000,000 for national defense operations and 
$600 million for stockpiling) would not permit the 
military to expand at the rate envisioned in the spring 
when the current military program was authorized. 
The $15 billion figure represents only slightly more 
than was authorized for this year’s operations and 
allowance must be made for the higher cost of such 
expendable items as airplanes which are now being 
used up at a fast rate in the Berlin airlift. 

The question is also raised as to whether the cost 
of the proposed lend-lease program of arms to the 
Western European Union involving from one to two 
billion dollars should be included in the military 
budget or carried in addition to it. 


How Do We Pay for ItP 


The President is insisting that the nation will not 
run a deficit in the budget he is presently planning, 


a wise policy according to competent judges. If the 
military budget is to rise, then two alternatives re- 
main. Either taxes will have to be raised to pay for 
it or a sharp reduction will have to be made in other 
than military expenditures. It may be necessary to 
do both. The President has already ordered other 
departments to plan to:hold down or cut back the 
current level of operations except under exceptional 
circumstances. 

Whether or not a $15 billion budget item for na- 
tional defense is authorized, the item will continue 
to dominate our budget for many years. It will prob- 
ably be at least one-third of the budget for the 1950 
year. Citizens have a right to demand that every 
effort be made to get their money’s worth from 
every defense dollar. The problem of unification of 
the armed forces, on which no significant dents have 
yet been made, must be pursued with great vigor 
so that no unnecessary spending is done. 


EUROPEAN RECOVERY—Continued from p. 1 
not fit together into one piece. For example, most 
countries were counting on exporting to the other 
ERP participants more than they imported—obvi- 
ously impossible for all to do. When the OEEC 
Council meets this week, it is expected to recognize 
that the four-yeat program, originally due in mid- 
November, will take several more months to get 
into shape. 

The participating countries are now facing the 
hardest question in European recovery. To what 
extent are they willing to give up purely national 
advantage in the interests of an integrated European 
economy? Only constant prodding by the OEEC 
and clear necessity can provide the necessary impetus. 
Some participant countries are urging that OEEC be 
strengthened but others are unwilling to give it 
more authority. 


Longe-Range Problems 


Other long-range problems also take shape as the 
four-year master plan is considered. Will the United 
States be willing to increase its imports from Europe 
as is necessary if Europe is to pay her own way? 
What decision will be made on the level of industry 
in Germany, and German reparations, both of which 
are intimately connected with ERP? What will be 
the effect of a large-scale military aid program on 
ERP—can the U. S. and the European countries 
rearm without hindering economic recovery? The 
record and outlook for European recovery will be 
considered by Congress when the Economic Coop- 
eration Administration requests funds for April-June 
1948, and for the next fiscal year. 


Correction: The mechanics of ending a filibuster in the 
U. S. Senate involve signature to a “cloture” petition (or 
motion to close debate) by 16 Senators. The motion must 


then be adopted by a two-thirds vote. 
Ss 


